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OATH OR AFFIRMATION

I Richard T. Buonato

_ swear (or affirm) that, to the
bést of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Icahn & Co., Inc. -

as of

December 2001, are true and correct. I further swear (or affirm) that neither the company -
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solcyasthazof‘
a customer, a:ceptasfollows'

WZ/’W

Richard T uonato

Vice-President

p Title
W d M CAROL A O'BRIEN
Notary Public .

Notary Public, State of New York
No. 01TA5023264
Qualified in Richmand County
Commission Exaires Jannany 31, ZU”Q é

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.
(¢) Statement of Changes in Stockholders’ Equity or Panncxs or Sole Propnctor s Capital.
(0 Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(b) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
() Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Recongiliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
(M An OQath or Affirmation. .
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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345 Park Avenue
New York, NY 10154

Independent Auditors’ Report

The Board of Directors
Icahn & Co., Inc.

We have audited the accompanying statement of financial condition of Icahn & Co., Inc. (the Company) as of
December 31, 2001. This financial statement is the responsibility of the Company’s management. Our
responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the statement of financial condition is free of material misstatement. An audit of a statement of
financial condition includes examining, on a test basis, evidence supporting the amounts and disclosures in
that statement of financial condition. An audit of a statement of financial condition also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit of the statement of financial
condition provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects,
the financial position of Icahn & Co. Inc. as of December 31, 2001, in conformity with accounting principles
generally accepted in'the United States of America.

KPMe P

February 25, 2002

I. .. KPMG LLP KPMG LLR a US. limited liability partnership, is
& member of KPMG International, a Swiss association.




ICAHN & CO., INC.
Statement of Financial Condition

December 31, 2001

Assets

Cash and cash equivalents

Cash and cash equivalents segregated under federal and other
regulations (note 3)

Certificate of deposit

Receivable from brokers and dealers (note 4)

Receivable from customers

Securities purchased under agreements to resell (note 6)

Securities owned, at market value (note 5)

Loans and advances (note 11)

Deposits with clearing organizations

Investment in bank debt (note 7)

Other assets

Total assets

Liabilities and Shareholder’s Equity

Liabilities:
Securities sold, but not yet purchased, at market value (note 5)
Accrued expenses and other liabilities (note 8)
Due to brokers

Total liabilities
Commitments (note 9)
Shareholder’s equity (note 10):
Common stock, voting, $1 par; authorized 1,000 shares,
issued and outstanding 200 shares
Capital surplus
Total shareholder’s equity

Total liabilities and shareholder’s equity

See accompanying notes to financial statements.

$

337,815

352,103
3,000,000
98,416,080
283,500
80,706,954
424,663
27,875
104,495
10,302,000

1,125,734
165,081,219

92,304,537
2,289,624

303,500

94,897,661

200

100,183,358
100,183,558

195,081,219
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ICAHN & CO., INC.
Notes to Statement of Financial Condition

December 31, 2001

Organization

Icahn & Co., Inc. (the “Company”) is incorporated under the laws of the State of Delaware and is a
registered broker/dealer in securities under the Securities Exchange Act of 1934 and is a member of the
National Association of Securities Dealers (“NASD”). The Company primarily engages in proprietary
trading activities. The Company clears over the counter securities transactions on its own behalf and
for affiliated companies.

All of the Company’s issued and outstanding stock is owned by an affiliate of Mr. Carl. C. Icahn. (See
note 11).

Summary of Significant Accounting Policies

Security transactions are recorded on a settlement-date basis, generally the third business day following
the transaction for securities and the next day for options. As of December 31, 2001, there were no
material reconciling items between trade date and settlement date.

Marketable securities are valued at quoted market prices. Securities not readily marketable are valued
at fair value as determined by management.

Deferred income taxes are recognized for the future tax consequences attributable to differences
between the statement of financial condition carrying amounts of existing assets and liabilities and
their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates
expected to be recovered or settled.

The preparation of the statement of financial condition in conformity with accounting principles
generally accepted in the United States of America and prevailing industry practice both require
management to make estimates and judgments that affect the reported amounts of assets and liabilities
and disclosure of contingencies at the date of the statement of financial condition. Actual results could
differ from those estimates.

Cash and Cash Equivalent

The Company defines cash equivalents to be highly liquid investments, with original maturities of less
than ninety days.

Cash and Cash Equivalents Segregated Under Federal Regulations
Deposits in the Special Reserve Bank Account, segregated for the exclusive benefit of customers under

Federal regulations (SEC Rule 15¢3-3), are comprised of $302,168 in cash and $49,935 of United
States Treasury securities.

3 (Continued)
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ICAHN & CO., INC.
Notes to Statement of Financial Condition
December 31, 2001
Receivable from Brokers and Dealers
The balance shown as a receivable from brokers and dealers represents collateral on securities
borrowed to deliver against securities sold short.
Securities Owned and Securities Sold, but not yet Purchased
Securities owned and securities sold, but not yet purchased consist of the following:

Sold, not yet
Owned purchased

Equity securities - $ — $ 92,304,537
Securities not readily marketable 424,663 —

§ 424,663 § 92,304,537

Securities not readily marketable include investment securities for which there is no market on a
security exchange or no independent publicly quoted market price. These securities are valued at fair
value as determined by management of the Company.

Securities Purchased Under Agreements to Resell

Transactions involving purchases of securities under agreements to resell (reverse repurchase
agreements or reverse repos) are accounted for as collateralized financings except where the Company
does not have an agreement to sell the same or substantially the same securities before maturity at a
fixed or determinable price. It is the policy of the Company to obtain possession of collateral with a
market value equal to or in excess of the principal amount under resale agreements. Collateral is
valued daily, and the Company may require counterparties to deposit additional collateral or the
Company may return collateral pledged when appropriate.

Investment in Bank Debt
At December 31, 2001, investment in bank debt includes approximately $10.3 million in bank debt

purchased from third parties, which has a face value of $20.2 million issued at a discount by Reliance
Financial Services Corporation.

4 (Continued)
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ICAHN & CO., INC.
Notes to Statement of Financial Condition

December 31, 2001

Income Taxes

Barberry Corporation (see note 11) has elected to treat the Company as a qualified subchapter S
subsidiary for Federal and State of California income tax purposes. As such, Federal and State of
California income taxes have not been provided, as Barberry is liable for the taxes on income of the
Company. The Company continues to remain a C Corporation for purposes of New York State and
New York City corporate income taxes.

Deferred income taxes are provided for the effects of temporary differences between the tax basis of an
asset or liability and its reported amount in the financial statements. These temporary differences
result in taxable or deductible amounts in future years. At December 31, 2001, the Company had a
deferred tax liability of $75,000 relating to such differences.

Commitments

Leases

The Company leases office space under a long-term operating lease expiring on June 30, 2002. The
Company has entered into a lease modification agreement which expands its leased space and extends
the lease agreement to June 30, 2007. Minimum future rentals under the operating lease, are as

follows:

Calendar year ending

December 31, Amount
2002 $ 151,730
2003 174,871
2004 174,871
2005 180,512
2006 180,512
2007 90,256

$ 952,752

Net Capital

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
(“Rule 15¢3-17), which requires the maintenance of minimum net capital. The Company has elected to
use the alternative method, permitted by the rule, which requires that it maintain minimum net capital,
as defined, equal to the greater of $250,000 or 2% of aggregate debit balances arising from customer
transactions, as defined. Additionally, equity capital may not be withdrawn or cash dividend paid if
resulting net capital would be less than 5% of aggregated debits. At December 31, 2001, the Company
had net capital of $68,392,381, which was $68,142,381 in excess of its net capital requirement of
$250,000.

5 (Continued)



ICAHN & CO., INC.
Notes to Statement of Financial Condition

December 31, 2001

(11) Related Party Transactions

(12)

On October 3, 2000, Carl C. Icahn, the Company’s sole stockholder contributed his entire interest in
the Company to Barberry Corporation (“Barberry”) which is also owned by Mr. Icahn. In January
2001, Barberry made a contribution of $26,000,000 to the Company. The Company subsequently
made two distributions to Barberry in the amounts of $27,000,000 and $25,000,000 on September 24,
2001 and October 30, 2001, respectively.

The Company clears transactions for various related parties of the Company’s sole shareholder.

At December 31, 2000, loans and advances was comprised of a $13,000,000 note receivable from Carl
C. Icahn and $31,125 in salary advances to an employee. The $13,000,000 note receivable bearing
interest at % of 1% over the prime rate which was due on December 26, 2003 was paid in full with
interest by Mr. Icahn on April 30, 2001. The remaining $27,875 balance at December 31, 2001
represents salary advances and is to be repaid through payroll deductions.

Employee Benefit Plans
Defined Benefit Plan

The Company has a non-contributory defined benefit pension plan (the “Plan”) covering substantially
all employees of the Company and administrative employees of certain other affiliated entities, who
meet prescribed service requirements. Benefits are based on salary and years of service.

Contributions to the Plan reflect benefits attributed to employees’ service to date as well as benefits
expected to be earned for future service. Plan assets consist primarily of U.S. Treasury obligations and
common stock.

The following table sets forth the Plan’s funded status at December 31, 2001, as calculated by the
Plan’s actuary:

Actuarial present value of benefit obligation:
Accumulated benefit obligation, including

vested benefits of $2,132,429 $ 2,345,110
Projected benefit obligation (PBO) for services rendered to date 2,917,712
Plan assets at fair value 2,773,197
Plan assets in excess of PBO (144,515)
Unrecognized net loss from past experience different from that
assumed and effects of changes in assumptions 584,395
Unrecognized prior service cost (182,682)
Unrecognized net assets, being recognized over 18.85 (56,026)
Prepaid pension cost 5 201,172
6 (Continued)
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ICAHN & CO.,INC.
Notes to Statement of Financial Condition
December 31, 2001

The weighted average discount rate and rate of increase in future compensation levels used in
determining the actuarial present value of the projected benefit obligation as of December 31, 2001
were 7% and 4%, respectively. The expected long-term rate of return on assets for 2001 is 7.25%.

Defined Contribution Plan

In addition to the defined benefit pension plan, the Company has a defined contribution plan covering
substantially all personnel of the Company employed prior to December 31, 1990. During 1991, the
Company decided to terminate the defined contribution plan. All of the assets of the defined
contribution plan are held, and will continue to be held, in trust for the benefit of the plan participants.

401(k) Plan

The Company has a 401(k) plan that is open to all employees of the Company and administrative
employees of certain affiliated entities who have attained age 21 and completed at least 1,000 hours of
service in the twelve-month period following the employment commencement date or in any calendar
year following the employment commencement date. Employees are allowed to contribute the
maximum allowable by law. The Company contributes 50% of the first 6-1/4% of the employees’
contributions.

Financial Instruments with Off-Balance-Sheet Risk and Concentrations of Credit Risk

In the normal course of business, the Company enters into transactions in various financial instruments
with off-balance-sheet risk. These risks include both market and credit risk, which may be in excess of
the amounts recognized in the statement of financial condition.

The Company records securities transactions on a settlement-date basis, which is generally three
business days after trade date for securities and one day after trade date for options. The Company is
therefore exposed to the risk of loss on unsettled transactions in the event customers and other
counterparties are unable to fulfill contractual obligations. Securities transactions entered into as of
December 31, 2001 were settled with no adverse effect on the Company’s statement of financial
condition.

As a securities broker-dealer, the Company is engaged in various securities trading and brokerage
activities as principal. In the normal course of business, the Company has sold securities that it does
not currently own and will, therefore, be obligated to purchase such securities at a future date. The
Company has recorded these obligations in the statement of financial condition at the December 31,
2001 market value of the related securities. The Company will incur a trading loss on the securities if
the market price increases and a trading gain if the market price decreases subsequent to December 31,
2001. In security sales transactions, the Company is subject to risk of loss if the security is not
received and the market value has increased over the contract amount of the transaction.

7 {Continued)



ICAHN & CO., INC.
Notes to Statement of Financial Condition

December 31, 2001

(14) Fair Value of Financial Instruments

Virtually all of the Company’s financial instruments are carried at fair value. The only significant
exceptions are securities purchased under agreements to resell, which are carried at contract amount
plus accrued interest. These securities are considered to be valued at fair value due to the highly liquid
nature and the short-term maturity of these instruments.

8 (Continued)
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345 Park Avenue
New York, NY 10154

Independent Auditors’ Report on Internal Control
Pursuant to SEC Rule 17a-5

The Board of Directors
Icahn & Co., Inc.

In planning and performing our audit of the financial statements and schedules of Icahn & Co., Inc. (the
“Company”) for the year ended December 31, 2001, we considered its internal control including activities for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we have
made a study of the practices and procedures followed by the Company, including tests of compliance with
such practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in the
following:

1.  Making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e);

2. Making quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by rule 17a-13;

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System;

4.  Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the proceeding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of control, and
the practices and procedures referred to in the preceding paragraph, and to assess whether those practices and
procedures can be expected to achieve the SEC’s above mentioned objectives. Two of the objectives of
internal control and the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

. .I . KPMG LLP KPMG LLF a U.S. limited liability partnership, is
a member of KFMG International, a Swiss association,



Because of inherent limitations in internal control or the practices and procedures referred to above, errors or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject
to the risk that they may become inadequate because of changes in conditions or that the effectiveness of
their design and operation may deteriorate.

Our consideration of the internal control would not necessarily disclose all matters in the internal control
structure that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control components does not reduce to a relatively low level the risk that errors or fraud in
amounts that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving the internal control, including control activities for safeguarding
securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures were
adequate at December 31, 2001 to meet the SEC’s objectives.

This report is intended solely for information and for the use of the Board of Directors, management, the
SEC, the National Association of Securities Dealers, Inc., and other regulatory agencies which rely on Rule

17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
is not intended to be and should not be used by anyone other than these specified parties.

KPMe P

February 25, 2002



